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The Trade War and its impact on
Markets
Uncharacteristically, the most recent G20 meeting held in
Argentina partially lived up to the much hyped expectations. A
truce in the trade war between China and the US was agreed,
however, the ceasefire is temporary and is scheduled to last 90
days. Trade is a small component of both economies but it is the
secondary impacts of a trade war on consumer, corporate and
investor confidence that are more damaging. Throughout 2018 this
issue has had a negative impact for asset markets and we expect
this issue to be at the forefront of investor anxieties in 2019.
One of the few tenets of Donald Trump’s limited economic knowledge is that the US has
been taken advantage of by its trading partners over many decades as reflected by the US’s
long standing trade deficit. Most economists argue that this trade deficit is a reflection of
the $ being the world’s reserve currency and the propensity of the US population to overconsume and under save. However, Trump has surrounded himself with acolytes of a
similar economic view and the application of tariffs has become an official tool of trade
policy. In essence, Trump dreams of a return of the US economy to the 1950s. Globalisation
has made this dream impossible.
Supply chains have become increasingly complex in recent decades. The components
associated with the ubiquitous iPhone, provides an ideal example of these specialised
supply chains. The display module is made in Japan, the processor in South Korea, the
camera in Germany, the Bluetooth in the US and it’s then assembled by a Taiwanese
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company based in southern China. Trump believes the iPhone should be completely
manufactured in the US – the downside to this aspiration is that the phone would cost
many multiples of the existing price for the US consumer.
The likely consequences of increased tariffs would be higher inflation and lower growth i.e.
stagflation. In recent decades, under the George W Bush and Barack Obama
administrations, tariffs were introduced for political purposes to protect “swing” steel
producing states. Most studies on the economic impact of these tariffs are overwhelmingly
negative. Typically, for every one job saved in the US Steel industry, five were lost in
ancillary sectors.
Any attempt to reverse globalisation will make the US and Global economy poorer. As the
negative economic connotations associated with a trade war become more evident for the
US economy, we expect the Trump administration to hail a new trade agreement with
China, which will have few material changes of substance. This process will probably follow
a similar pattern to the re branding exercise that was NAFTA 2.0.
The risk is that a resolution comes too late and economies slip into a recession, driven by
the uncertainty that this trade dispute has caused. The opportunity is that certain parts of
the equity market today are pricing in a recession and a proper trade resolution that puts
these issues to bed for a few years could propel equity markets higher.
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The information contained in this material is not financial advice. Nor does it constitute an offer for the purchase
or sale of any financial instruments, trading strategy, product or service. No one receiving this material should
treat any of its contents as constituting advice. It does not take into account the investment objectives, knowledge,
experience or financial situation of any particular person. You should seek advice in the context of your own
personal circumstances prior to investing or taking out any product from your own independent adviser.
This material has been prepared and issued by Appian Asset Management Limited on the basis of publicly
available information, internally developed data and other sources believed to be reliable. While all reasonable
care has been given to the preparation of the information, no warranties or representation, express or implied are
given or liability accepted by Appian Asset Management Limited or its affiliates or any directors or employees in
relation to the accuracy, fairness or completeness of the information contained herein. Any opinion expressed
(including estimates and forecasts) may be subject to change without notice.
If you decide to invest in any of the Appian Funds, further information in relation to all risks is provided in the
relevant Fund Prospectus and supplements. This material is available from Appian Asset Management Limited,
42 Fitzwilliam Place, Dublin 2. If you invest in any of the Appian Funds, you may lose some or all of the money
you invest. The value of your investment may go down as well as up. This investment may be affected by changes
in currency rates.
References to past performance are for illustrative purposes only and are not a reliable guide to future
performance. Projected returns are estimates only. Forecasted returns depend on assumptions that involve
subjective judgement and on analysis that may or may not be correct.
The above disclaimer and limitations of liability are applicable to the fullest extent permitted by law, whether in
Contract, Statute, Tort (including without limitation, negligence) or otherwise.
Appian Asset Management Limited is regulated by the Central Bank of Ireland.
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143.99
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Appian Liquidity Fund
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104.98
101.07

Appian Burlington Property Fund

117.38
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